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SPECIAL JOINT MEETING OF THE AC TRANSIT

BOARD OF DIRECTORS AND AC TRANSIT RETIREMENT BOARD

President Elsa Ortiz and Chair Jeffrey Lewis Presiding
Wednesday, October 4, 2017 at 1:00 p.m.

The Alameda-Contra Costa Transit District Board of Directors held a
special joint meeting with the AC Transit Retirement Board on
Wednesday, October 4, 2017.

ACTION
SUMMARY

At 1:01 p.m., President Ortiz called the joint meetingto order

l INTRODUCTION OF PARTICIPANTS & ROLL CALL

AC Transit Board Members Present: Harper, Davis, Wallace, Ortiz
Absent: Williams, Young, Peeples

Retirement Board Members Present: Riemer, Willis, Williams, Lewis
Absent: None

Staff for the District:

Michael A. Hursh, GeneraIManager
Denise C. Standridge, GeneralCounsel
Linda A. Nemeroff, District Secretary
Claudia Allen, Chief FinancialOfficer
Ralph Martini, Controller

Staff for the Retirement Board:

Hugo Wildmann, Retirement System Manager
Russ Richeda, Counsel for the Retirement Board
Graham Schmidt, Consulting Actuary, Chevron
Anne Harper, Consulting Actuary, Cheiron
Carolyn Smith, NEPC Investment Consultant

2 DISCUSSION ITEMS

Powerpoint presentations and other documents associated with Item 2
are incorporated into the file by reference

2A. i Role and responsibility of the Retirement Board and Communications INFORMATION
with the AC Transit Board. font.V

Retirement Board Attorney Russ Richeda gave a brief overview of the
Retirement Board's authority under the California Pension Protection
Act, including its role, responsibilities, and functions. He further
commented on the functional independence of the Retirement Board,
noting that the administrative agreement between the District Board
and Retirement Board codified the relationship under the Pension
Protection Act.
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With respect to communications, Mr. Richeda reviewed an extensive
list of communication methods between the Retirement Board and
District staff, the Board LIaIson and the Board of Directors.

Director Harper raised a concern about the availability and distribution
of the Retirement Board minutes. Chair Lewis explained that the draft
minutes were distributed to those who received the agenda packet
which included the District Board Liaison, the General Manager, Chief
financial Officer and Controller; and the final approved minutes were
provided to the District Board. Director Harper pointed out that what I
was most frustrating to him was the missed opportunity to attend a
meeting to hear a discussion he was interested in because he didn't
know about it untilafter the meeting was over.

District Secretary Linda Nemeroff suggested that Retirement Board
agendas emailed to staff include the draft minutes from the previous
meeting. Retirement System Manager Hugo Wildmann agreed with this
approach as did Director Harper.

The item was~presented for information only.

2B. IDistrict contribution and the funded ratio of the Plan INFORMATION
ONLY

The Retirement Board's actuary, Graham Schmidt of Cheiron, provided
an overview of the current actuarial valuation; plan costs by benefit
and source; history of plan cost and funding; future of plan liabilities,
funding, and cost; and 10-year projections for contribution rates.

Director Harper asked what the "inactive funded ratio" was. Mr.
Schmidt advised that it was the percentage of liabilities associated with
members that no longer work at AC Transit.

President Ortiz asked if the Retirement Board was responsible for
determining the amount of contribution the District was required to
pay, to which Mr. Schmidt concurred, adding that the contribution was
divided into two separate pieces, one that was based on payroll and
one that was not. I

President Ortiz asked how fluctuations in the number of employees
were dealt with year to year. Mr. Schmidt advised that when the
valuation of the plan was performed earlier this year, the information
utilized was on employees as of January 1". He added that since there
appeared to have been hiring since this time he worked with the
Retirement System and the District to determine projected District
pensionable payroll for the fiscal year. In addition, a new actuarial
valuation is done each year to determine 1) the amortization of the
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unfunded liability, 2) the normal cost of the benefits active members
have earned this year, and 3) expenses.

President Ortiz asked about future increases in the District's

contribution. Mr. Schmidt advised that contributions are expected to
increase as payroll goes up, which was estimated at 3% per year. He
added that over the next few years, contributions were expected to
increase as a percentage of pay as well because of changes in the
investment return assumption adopted by the Retirement Board and
because of prior asset losses yet to be recognized in the actuarially-
smoothed asset value.

President Ortiz asked how another downturn in the stock market
would be handled. Mr. Schmidt advised that the loss would be spread
over a 20 year period and AC Transit's contribution would increase.

Director Harper asked if the Retirement Board's new amortization
policy had factored into the District's IO-year budget projections.
Director of Management and Budget Chris Andrichak advised that
budget staff had incorporated estimates that were close to the figures
projected by the Retirement Board.

The item was presented for information only.

Asset allocations and performance/current investment update.2C INFORMATION
ONLY

Carolyn Smith, NEPC, presented an overview of the asset allocations,
performance, and current investments, noting that investments were
more diversified than they were seven years ago.

President Ortiz asked about emerging markets and whether
investments in these markets were stable. Ms. Smith reported that
these were small countries in Latin America, some Southeast Asian
countries, and eastern European countries. Chair Lewis added that
emerging markets were once known as third world nations. Mr.
Wildmann shared the thought that you cannot invest well in the long
term if you overly worry about the short term. He added that on any
given day, the markets could go down 10% or more. Chair Lewis added
that most of the plan's investments were in the developed world, while
a smaller piece was in emerging markets where there is higher risk.

With regard to private debt, Ms. Smith advised that this was the same
as fixed income, but what made it unique was that it was a private
market where loans are not securitized, but are being made directly to
entities and are pooled with the assets of other institutional investors.
She added that the fund was invested in senior secured loans, meaning
that if a company goes bankrupt, the Retirement Board has first
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priority. Chair Lewis added that with respect to real estate, no
investments are made in individualproperties, but rather pooled funds
that invest for fixed periods of time in certain types of properties.

Director Harper asked how often the Retirement Board adjusted the I
target. Ms. Smith advised that the Retirement Board reviewed it once
per year, but may not adjust it every year. Chair Lewis added that
investments are monitored over the long term while maintaining a
diversified portfolio.

President Ortiz asked if the investment strategies of other public
agencies were reviewed, noting that Los Angeles County's returns
seemed much higher than AC Transit's. Ms. Smith advised that she
does look at how other public funds invest their money, noting that AC
Transit had a return over a one-year time horizon of over 13% and the
median public fund was up only l0.6%. In a group of 230 public
pension plans, AC Transit ranked in the fifteenth percentile

Director Harper commented that he had heard that public funds
needed to reflect in their investment policy the same certainty that
they had in the retirement projections, meaning that if you know with
90% certainty what you are going to do, you need to establish what
your outlays are going to be. He asked if some public funds were
beginning to take steps to lower their risk. Ms. Smith advised that this
was something that was happening with corporate pension plans and
the funding rules for those plans were different than those for public
funds

The item was presented for information only

2D. jAdministrative Agreement between AC Transit and the Retirement
Board.

INFORMATION
ONLY

General Counsel Denise Standridge presented the amended
agreement, noting that it had not been amended since 1996. She
added that the most substantive amendment was a change to the
indemnity language to make it fair to both parties. She further advised
that the Retirement Board had reviewed the document at their
September meeting (and approved the language) and it would be
brought to the AC Transit Board for consideration in October or
November.

President Ortiz sought clarity with regard to Retirement Board staff.
Ms. Standridge confirmed that all Retirement Department employees
were required to follow District policies and procedures and must take
all mandated trainings even though they work for the Retirement
Board
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The item was presented for information only

2E. iUpdate on the Public Employees' Pension Reform Act (PEPRA) and
the Plan amendment for Unrepresented Employees. (verbal)

INFORMATION
ONLY

General Counsel Denise Standridge advised that the PEPRA litigation
involving Sacramento and Monterey-Salinas transit agencies was
proceeding through the judicial process, but did not rule out the
possibility of a ruling by the judge by the end of the year.

With respect to the PEPRA amendment to the pension plan for
Unrepresented employees, Ms. Standridge advised that staff met,
there had been a variety of changes, and employees were notified of
the changes. She added that employees had a lot of questions, but she
anticipated that the plan amendment would go to the Retirement
Board at their November meeting. In addition, the District's actuary I
would be providing an actuarial valuation of the plan amendment for
the District and once the valuation was available, the matter would be
agendized before the District Board.

The item was presented for information only

3 BOARD/STAFF COMMENTS

There were no comments offered

4. ADJOURNMENT

There being no further business to come before the Board of Directors
and the Retirement Board, the meeting adjourned at 2:17 p.m.

Respectfully submitted,

Linda A. Nemeroff

District Secretary
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